ALJ Ex. 1

ICC Docket Nos. 07-0241 and 07-0242
The Peoples Gas Light and Coke Company
and North Shore Gas Company Response to
The Administrative Law Judge Data Request ALJ 3.01
Dated: September 13, 2007

REQUEST NO. ALJ 3.01:
Please provide tariff sheets with Peoples Gas' proposal for Rider ICR/QIP.

RESPONSE:

Attached are tariff sheets for Peoples Gas proposed Rider ICR. A clean copy of the
sheets is attached. Also attached is a copy with revision markings showing all changes
made to Staff's proposal.
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, ALJEx. 1
Attachment 1

ILL.C.C. NO. 28
First Revised Sheet No. 141

The Peoples Gas Light and Coke Company

RIDER TO SCHEDULE OF RATES FOR GAS SERVICE

- Page 1 of 11
Rider ICR

Infrastructure Cost Recovery
Applicable to Service Classification Nos. 1H, 2 and 4

The Infrastructure Cost Recovery surcharge shail be determined in accordance with the provisions of this
rider. The Infrastructure Cost Recovery surcharge (ICR surcharge) shall be applied to bills of customers.

Section A — Applicability
The purpose of the ICR surcharge is to recover a return on, and depreciation expense related 1o,
the Company's investment in QIP as described in Section D of this rider. '

Section B — Definitions
As used in this rider, the terms below are defined as foilows:

*Act” means the Public Utilities Act [220 ILCS 5/1-101].

"Information sheet” means a tarniff sheet filed in accordance with this rider to initiate or modify a
ICR surcharge percentage.

"Operation year" means the calendar year (or portion thereof) during which an ICR surcharge percentage is
applied to customer bills.

"ICR base rate revenues" mean revenues recorded in the certain accounts and their sub-accounts described in
83 . Adm. Code Part 505. ICR base rate revenues shall include revenues recorded in accounts 480, 481, and
482. ICR base rate revenues, however, shall not include revenues resulting from the ICR surcharge or any

revenues attributable 1o Purchased Gas Adjustment charges developed pursuant to 83 Ill. Adm. Code Part 525.

"ICR surcharge percentage"” is the percentage determined in accordance with Section F of this rider for filing in an
information sheet.

"QIP-related costs"” or "QIP costs" mean costs that are recoverable through the ICR surcharge percentage as
determined in accordance with Sections E and F of this rider.

"Infrastructure Cost Recovery surcharge” or "ICR surcharge" means the amount added to a customer bilt when
the ICR surcharge percentage is applied in accordance with Section F {2) of this rider.

Date fssued:

Asterisks do not indicate changes

since the enlire sheet has changed  Issued by James F. Schott, Vice President
130 East Randolph Drive, Chicago, WWinois 60601

Date Effective:
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The Peoples Gas Light and Coke Company

RIDER TO SCHEDULE OF RATES FOR GAS SERVICE

Page 2 of 11
Rider ICR

Infrastructure Cost Recovery
Applicable to Service Classification Nos. 1H, 2 and 4

"Qualifying infrastructure plant” or “QIP” means certain non-revenue producing plant that is not reflected in the
rate base used to establish the Company's base rates and is consistent with the terms of Section D of this rider.
“Non-revenue producing plant” is plant that is not constructed or installed for the purpose of serving a new
customer,

"Reconciliation year" means the calendar year period for which actual QIP costs and revenues associated with
the ICR surcharge are to be reconciled.

"Test year” means the test year period used by the Company in its last rate case as defined in 83 lll. Adm. Code
Sec. 287.20.

Section C - Terms and Conditions

a) The ICR surcharge shall be capped at 5% of the ICR base rate revenues billed to customers. The ICR
surcharge shall not be applied to any add-on taxes, to any revenues atiributable to the Purchased Gas
Adjustment clause developed pursuant to 83 |ll. Adm. Code Part 525, or to any other revenues not recorded in an
ICR base rate revenues account as described in Section B of this rider.

b) On the effective date of new base rates that provide for the recovery of the costs that had previcusly been
recovered under this rider, the ICR surcharge percentage shall be reset to zero.
c) The Company shall provide notice of the ICR surcharge rider and subsequent filings and billing as
follows:
1) The Company shall maintain and keep open for public inspection a copy of each filing of an ICR surcharge
and subsequent nformation sheets and shall post public notice in each office of the Company in
accordance with 83 lll. Adm. Code Sec. 255.20(a).

2) For the initial filing of an ICR surcharge, the Company shall provide notice by newspaper publication in
accordance with 83 Ill. Adm. Code Sec. 255.20(f)(1} and by mailing a notice of the filing to each of its
customers to whom this rider is applicable.

3) In connection with the initial billing of each change in an ICR surcharge percentage as specified in an
information sheet (other than a change to a zero percentage), including information sheets resulting from
the annual reconciliation and Commission-ordered adjustments, the Company shall provide an
explanation of the ICR surcharge to be stated on, or included with, the initial billing of the new ICR
surcharge percentage.

Date Issued: Date Effective:
Asterisks do not indicate changes
since the entire sheet has changed
Issued by James F. Schott, Vice President
130 East Randolph Drive, Chicago, lllinois 60601

NSPGL 0004428
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Rider ICR

Page 3 of 11

Infrastructure Cost Recovery
Applicable to Service Classification Nos. 1H, 2 and 4

4) Except as noted above, no other notice of the filing or billing of the ICR surcharge or an information sheet
shall be required except as may be provided by law or by Order of the Commission.

d) The ICR surcharge shall be presented as a separate line item on customer bills.
e) The revenues resulting from this rider shall be recorded in a separate revenue subaccount. B
Section D — Qualifying Infrastructure Plant
a) To be classified as QIP, the plant additions must meet the following criteria:
1) Plant additions must be replacements of existing plant items from the accounts listed in subsection (b};
2) Such replacements must be non-revenue producing;
3) Such replacements are installed to replace cast iron and ductile steel main and ancillary infrastructure;

4) Such replacements are installed after the conclusion of the test year in the Company's last rate case;
and

5) Such replacements were not included in the calculation of the rate base in the Company's last rate
case.

b} The plant additions shall include items from the following accounts, pursuant to 83 1ll. Adm. Code Part 505:
1) Account 376, Distribution Mains;
2) Account 380, Services;
3) Account 381 and Account 382, Meters and Meter Installations; and
4) Account 383, House Regulators.

c}) QIP shall include only plant additions installed on or after January 1 of the year in which the Company files its
initial {CR surcharge.

Date Issued: Date Effective:
Asterisks do not indicate changes
since the entire sheet has changed
Issued by James F. Schott, Vice President
130 East Randolph Drive, Chicago, lllinois 60601

NSPGL 0004429
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RIDER TO SCHEDULE OF RATES FOR GAS SERVICE
: Fage 4 of 11
Rider ICR

Infrastructure Cost Recovery

Applicable to Service Classification Nos, 1H, 2 and 4

Section E - Recoverable Qualifying Infrastructure Plant Costs
a) QIP costs shall include the pre-tax return on QP and the net depreciation expense applicable to QIP.

1) The pre-tax return is calculated using the weighted cost of debt and weighted cost of equity determined
in the Companys last rate case. The weighted cost of equity is multiplied by the gross revenue
conversion factor. The product is then added to the weighted cost of debt to obtain the pre-tax return. The
pre-tax return is calculated using the following formulas:

GRCF = 1
{(1-8SIM)y (1 - FIT)

PTR = ((WCCE + WCPE) x GRCF} + WCLTD + WCSTD

Where:
GRCF = Gross Revenue Conversion Factor.

SIT = flinois State income tax rate in effect at the time of the initial, annual or quarterly filing.
FIT = Federal income tax rate in effect at the time of the initial, annual or quarterly filing.
PTR = Pre-tax return.
WCCE = Weighted cost of common equity from the Company's last rate case.
WCPE = Weighted cost of preferred equity from the Company's last rate case.
WCLTD = Weighted cost of long term debt from the Company's tast rate case.
WCSTD = Weighted cost of short term debt from the Company's last rate case.
2) Net depreciation expense shall be calculated by applying the Company's approved depreciation rate to .
each category of QIP. The depreciation expense for QIP shall be reduced by the depreciation expense on
the plant being replaced.
Section F - Determination of the Infrastructure Cost Recovery Surcharge Percentage
a) The ICR surcharge percentage shall be expressed as a percentage carried to two decimal places.
The ICR surcharge percentage shall be applied to the total amount billed to each customer based on the

Company's otherwise applicable rates and charges. The ICR surcharge percentage shall not be applied to the
exclusions listed in Section C (a) of this rider.

Date Issued: Date Effective:

Issued by James F. Schott, Vice President
130 East Randolph Drive, Chicago, lllinois 60601

NSPGL 0004430




ALJEx. 1
Attachment 1

ILL.C. C.NO, 28
Original Sheet No. 145

The Peoples Gas Light and Coke Company

RIDER TO SCHEDULE OF RATES FOR GAS SERVICE
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Rider ICR

Infrastructure Cost Recovery
Applicable to Service Classification Nos. 1H, 2 and 4

b) In calculating the |ICR surcharge percentage, the Company may choose either annual prospective operation or
quarterly historical operation based on CHP investment data for a prior three-month period. Annual prospective
operation may be selected only if the Company's last rate case utilized a future test year as defined in 83 Ill. Adm.
Sec. Code 287.20 and the Company submits the information required by Section G(d)(6) of this rider.

1 Annual Prospective Operation

If the Company chooses annual prospective operation it shall determine the ICR surcharge
percentage for the operation year using the following formula:

5% = (NetQIP x PTR) + Net Dep + {R x 1.33} + ({O + INT) x Om) x 100%
PAR
Where:
3% = ICR surcharge percentage.
NetQIP = The average forecasted cost of the investment in QIP for the operation year less forecasted
accumulated depreciation in QIP for the operation year. The average forecasted cost of QIP, net of
depreciation, shall be computed by using an average of 13 end-of-month balances of QIP and
accumulated depreciation for the period from December 31 of the year preceding the operation year
through December 31 of the operation year.
PTR = Pre-tax return as described in Section E (a) (1) of this rider.
Net Dep = Net depreciation expenses related to the average investment in QIP for the operation year.
Depreciation expenses shall be calculated by multiplying the average forecasted cost of the
investment in QIP by plant account, net of retirements, by the approved depreciation rates for the
respective accounts in which the specific items included in the average QIP investment are recorded.
The average forecasted cost of the investment in QIP by plant account, net of retirements, shall be
computed by using an average of 13 end-of-the-month balances of QIP by plant account and
retirements for the period from December 31 of the year preceding the operation year through
December 31 of the operation year.
R = Company-determined reconciliation component caiculated for the reconciliation year under the
recongiliation feature as described in Section H (c) of this rider. The reconciliation component shall be
collected over nine months from April through December.
0O = Commission-ordered adjustment component.
INT = The calculated interest attributabie to the O component. This interest shall be calculated as
described in Section H (h} of this rider.
Date Issued: Date Effective:

issued by James F. Schott, Vice President
130 East Randalph Drive, Chicago, lllinois 60601
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Rider ICR

Infrastructure Cost Recovery
Applicable to Service Classification Nos. 1H, 2 and 4

Om = The O compaonent multiplier. Om is a timing factor applied to the O component and the iNT to
allow for the coliection of the O component and the INT over the remainder of the operation year. For
example, if the O component and the INT were included in the ICR surcharge percentage on January
1, the Om would be 1.00. Similarly, if the O component and the INT were included in the ICR
surcharge percentage on April 1, the Om would be 1.33.

PAR = The projected total ICR base rate revenues for the period from January 1 through December 31 7

of the operation year. The projected revenue shall not include the exclusions listed in Section C (a) of
this rider.

Quarterly Historical Operation

If the Company chooses quarterly historical operation it shall determine the ICR surcharge
percentage for the quarter using the following formula:

S% = {(NetQIP x PTR x .25) + NetQDep + (R x.33) + ((O + INT) x Om) x 100%
POR

$% = ICR surcharge percentage.

NetQIP = Original cost of QIP less accumulated depreciation. NetQIP shall be the leve! of investment
in QIP existing at the end of the calendar month preceding the month in which an information sheet is
filed.

PTR = Pre-tax return as described in Section E {a) (1) of this rider.

NetQDep = Net gquarterly depreciation expense applicable to NetQiP less the quarterly depreciation
applicable to the plant being retired.

R = Company-determined reconciliation component calculated for the reconciliation year under the
reconciliation feature as described in Section H (¢} of this rider. The reconciliation component shall be
collected over nine months from April through December. No reconciliation component amount shall
be included for the January through March quarter.

O = Commission-ordered adjustment component.

INT = The calculated interest attributable to the O component. This interest shall be calculated as
described in Section H (h) of this rider.

Om = The O component multiplier. Om is a timing factor applied to the O component and the INT to
allow for the collection of the O component and the INT over the remainder of the operation year. For
example, if the O component and the INT were included in the ICR surcharge percentage on January
1, the Om would be 0.25. Similarly, if the O component and the INT were included in the ICR
surcharge percentage on April 1, the Om would be .33.

NSPGL 0004432
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Rider ICR

Infrastructure Cost Recovery
Applicable to Service Classification Nos. 1H, 2 and 4

PQR = Projected quarterly ICR base rate revenues during the calendar quarter when the ICR
surcharge percentage shall be in effect. The projected quarterly revenue shall not include the
exclusions listed in Section C (2) of this rider.

Section G Information Sheet Filings

a) The ICR surcharge percentage shall be filed on an information sheet with supporting data no later than thé 20m -
day of the month preceding the effective date of the ICR surcharge percentage. An information sheet with
supporting data filed after that date, but prior to the effective date, shall be accepted only if it corrects an error or
errors from a timely filed information sheet for the same effective date. Any other information sheet with

supporting data shall be accepted only if submitted as a special permission request to become effective on less
than 45 days notice under the provisions of Section 8-201(a) of the Act.

h) If the Company elects annual prospective operation it may file its initial information sheet with an ICR
surcharge percentage for the initial operation year with an effective date of the first day of any month. The
effective date of any subsequent information sheet with an ICR surcharge percentage is January 1 (and April 1 if
the R component is modified). The Company may, at its option, file an information sheet modifying the ICR
surcharge percentage, with an effeclive date of the first day of any month during the operation year, when
necessary to recognize a matenal change in assumptions used in developing the ICR surcharge percentage
(including, but not limited to, a change in depreciation rates). The Company shall also file an information sheet to
implement an O component.

¢) If the Company elects quarterly historical operation a new surcharge percentage may become effective on April
1, July 1, October 1, and January 1 (with a new R component becoming effective, if required, on April 1). The
Company may elect not to file an information sheet showing an increased ICR surcharge percentage for any
quarier provided that the QIP costs that would have been reflected for that quarter in excess of the level reflected
in developing the ICR surcharge percentage in effect for the quarter are disregarded in calculating the R
component and O component for the affected reconciliation year.

d} If the Company elects annual prospective operation it shall provide the following with the filing of each
information sheet to become effective on January 1:

1) A calculation of the ICR surcharge percentage, PTR, and GRCF;

2) A schedule showing the amount of forecasted expenditures for QIP during the operation year by plant
account;

3 A description of the projects included in each plant account by type of project;

Date Issued: Date Effective:

Issued by James F. Schott, Vice President
130 East Randolph Drive, Chicago, lllincis 60601

NSPGL 0004434
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Page 8 of 11
Rider ICR

Infrastructure Cost Recovery
Applicable to Service Classification Nos. 1H, 2 and 4

4) A detailed description of individual ICR eligible projects with a forecasted cost in excess of $100,000;
5) A detaited schedule showing the calculation of depreciation expense; and
8) A statement verified by an officer of the Company that, in the belief of management:

A) The forecast used in developing the ICR surcharge percentage was prepared in accordance with
the Guidelines for Presentation of Projected Financial Information (April 1, 1999) established by the
American Institute of Certified Public Accountants, Inc.; and

B) The accounting treatment applied to events and transactions in the forecast is the same as the
accounting treatment to be applied in recording the events once they occur.

e) If the Company elects quarterly historical operation it shall submit with each information sheet:
1) A calculation of the ICR surcharge percentage, PTR, and GRCF;
2) A detailed schedule providing the following information for each completed ICR eligible project whose
cost has been transferred to utility plant with the closing of the ICR eligible project's work order:

A) Plant account number and title;

B) Category of project;

C) Project name;

D) Description of project;

E) Work order number;

F} Dollar amount in the month of closing; and
G) Month and year of closing; and

3) A detailed schedule showing the calculation of depreciation expense.

Section H Annual Reconciliation

a) On or before March 15 of each year in which the Company had an ICR surcharge in effect for all or part of the
immediately preceding calendar year, the Company shall submit to the Commission an annual reconciliation
regarding the results for the previous reconcitiation year. The annual reconciliation shall be verified by an officer of
the Company. As required by this Section, the annual reconciliation shall include a calculation of the R component
necessary to adjust revenue collected under this rider in effect during the reconciliation year to an amount
equivalent to the actual level of prudently-incurred QIP cost for the reconciliation year.

Date Issued: ' Date Effective:

Issued by James F, Schott, Vice President
130 East Randolph Drive, Chicago, lllincis 60601

NSPGL 0004435
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Infrastructure Cost Recovery

Applicable to Service Classification Nos. 1H, 2 and 4

Any adjustment made through the R component shall be in effect for nine months commencing on the April 1
immediately following submittal of the annual reconciliation.

b) With the annual reconciliation, the Company shall file a petition seeking initiation of an annual reconciliation
hearing. After the hearing, the Commission shall determine the amount of the adjustment, if any, that should be
made (through the O component) to the level of revenue collected by operation of the ICR surcharge during the
reconciliation year, so that the amount of such revenue is equal to the actual level of prudently incurred QIP cost
for the reconciliation year (to the extent that such adjustment has not already been reflected through an
adjustment made by the Company to the R component of the ICR surcharge percentage).

c) The Company shall calculate the R component using the following formula:
R = (ActNetQIP x PTR) + ActNetDep - ICRRev + Rpy + Opy

Where:
R = Company-determined reconciliation component.

ActNetQIP = The average actual cost of the investment in QIP for the reconciliation year less actual
accumulated depreciation of QIP for the reconciliation year. The average actual cost of QIP, net of
depreciation, shall be computed by using an average of 13 end-of-month balances of QIP and
accumulated depreciation for the period from December 31 of the year preceding the reconciliation

year through December 31 of the reconciliation year. The amount of the ActNetQIP shall be limited by
the provisions of Section G (c) of this rider.

PTR = Pre-tax return as described in Section £ (a) (1) of this rider.

Date Issued: Date Effective:

Issued by James F. Schott, Vice President
130 East Randolph Drive, Chicago, lllinois 60601

NSPGL 0004436
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tnfrastructure Cost Recovery

Applicable to Service Classification Nos. 1H,2 and 4

ActNetDep = Actual net depreciation expense related to the average investment in QIP for the reconciliation year.
Depreciation expense shall be calculated by multiplying the actual investment in QIP by plant account, net of
retirements, by the approved depreciation rates for the respective accounts in which the specific items included in
the average QIP investment are recorded. The amount of the ActNetDep shall be limited by the provisions of
Section G (c) of this rider. ' R

ICRRev = Actual ICR revenues collected during the reconcifiation year through the ICR surcharge.
Rpy = The R component from the previous reconciliation year.

Opy = The sum of the O component and the calculated interest attributable to the O component, or the sum of
any O components and the calculated interest attributable to the O components included in the calculation of the
ICR surcharge percentage during the reconciliation year.

d) Any adjustment made by Order of the Commission under subsection (b) or (¢} shall be included in the O
component and be in effect for either 12 months or nine months, begirning on the next January 1 (if 12 months)
or April 1 {if nine months) following the Order of the Commission, or such other period as the Commission may
direct in the Order requiring that an adjustment be made.

e) Each annual reconciliation shall include the following schedules:

1) A schedute showing the QIP costs for the reconciliation year,;

2) A schedule showing the revenues arising through the application of the ICR surcharge during the
reconciliation year; and

-3) A schedule showing the reconciliation component determined by the Company showing the amount to
be recovered or refunded over a nine-month period commencing on April 1.

Date Issued: Date Effective:

Issued by James F. Schott, Vice President
130 East Randolph Drive, Chicago, lllinois 60601

NSPGL 0004437
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Infrastructure Cost Recovery

Applicable to Service Classification Nos. 1H, 2 and 4

f) The first reconciliation year shall begin on the effective date of the first ICR surcharge information sheet and
end on December 31 of the calendar year in which the first information sheet became effective. Each subsequent
reconciliation year shall end on December 31,

g) When the Company files its annual reconciliation, the Company shall provide copies of the following items to
the Commission's Manager of the Accounting Department:

1) Copies of all workpapers pertaining to the reconciliation;

2) A detailed summary of all invoices supporting the costs for eligible ICR surcharge projects;

3) Copies of the applicable general ledger or comparable material supporting the recovery of the ICR
surcharge;

4) A detailed worksheet showing the calculation of any Company-determined reconciliation component (R
component) ameount based upon the annual reconciliation; and

5) information regarding the prudence of the Company's investment in QIP.

h} Amounts either collected or refunded through the O component shall accrue interest at the rate established by
the Commission under 83 Hl. Adm. Code Sec. 280.70(e){1). Interest on the O component shall be applied from
the end of the reconciliation year until the O component is refunded or charged to ratepayers through the ICR
surcharge.

i) If the annual reconciliation filed by the Company shows that the revenues collected by application of the ICR
surcharge rider exceed actual QIP costs for three or more consecutive reconciliation years, the Commission may
initiate hearings under Section 9-250 of the Act [220 ILCS 5/9-250] to determine whether this rider should be
canceled.

Section | — Audit

The Company shall file annually with the Manager of the Accounting Department of the Commission's Financial
Analysis Division, no later than July 1, an internal audit report that determines whether or not the ICR surcharge
and information provided in Section H have been calculated in accordance with this rider.

Date Issued: Date Effective:

Issued by James F. Schott, Vice President
130 East Randolph Drive, Chicago, lilinois 60601
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The Qualifying Infrastructure Plant: (QJPMM! surcharge} shall be determmed in accordance with
the provisions of this rider. T

bills of gustomers,

Section A — Applicability
The purpose of the QIRICR surcharge is to recover a return on, and depreciation expense related to,
the ulilityCompany's investment in QIP as desecribed in Section D of this Rartrider.

Section B — Definitions
As used in this rider, the terms below are defined as follows;

"Act” means the Public Utilities Act {220 ILCS 5{1-101)].

“information sheet” means a tariff sheet filed in accordance with this Parrider to initiate or modify a
QIRICR surcharge percentage.

"Operation year" means the calendar year {or portion thereof) during which a-Q#Ran |CR surcharge percentage is
applied to customer bills.

"QIRICR base rate revenues” mean revenues recorded in the certain accounts and their sub-accounts described
in 83 1. Adm. Code 505:-the Uniform -System of Aesounts for Gas-Uiliies--QHRPart 505, ICR base rate revenues
shall include revenues recorded in accounts 480, 481, and 482. QIRICR base rate revenues, however, shall not
include revenues resulting from the GHRICR surcharge or any revenues attributable to Purchased Gas Adjustment
charges developed pursuant to 82 1. Adm. Code Part 525.

"QIRICR surcharge percentage” is the percentage determined in accordance with Section F of this Pas-fider for
filing in an information sheet.

"QIP-related costs" or "QIP costs" mean costs that are recoverable through the QERICR surcharge percentage as
determined in accordance with Sections E and F of this Part{ider.

"Qualifying-infrastruscture-plantinfrastructure Cost Recovery surcharge” or "QIRICR surcharge” means the amount
added to a customer bill when the QIRICR surcharge percentage is applied in accordance with Section F {a) of
this Rart fider,

Date lssued: Date Effective:
Asterisks do not indicate changes
since the entire sheet has changed  Issued by James F, Schott, Vice President

130 East Randolph Urive, Chicago, Minois 60601
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Quaiifying Infrastructure PlantCost Recovery

Applicable to Service Classification Nos. 1H,2 and 4

"Qualifying infrastructure plant” gr ‘QIP” means certain non-revenue producing sligible piant that is not refiected in
the rate base used to establish the uvtiityCompany's base rates and is consistent with the terms of Section D of
this Part-rider. ‘Non-revenue producing plant] is plant that is not constructed or instalied for the purpose of serving
a new customer.

"Reconciliation year" means the calendar year period for which actual QIP costs and revenues associated with
the QIRICR surcharge are to be reconciled,

"Test year" means the test year period used by the utityCompany in its last rate case as defined in 83 Hl. Adm.
Code 285-450-Sec. 287.20.

Section C - General-RequitementsTerms and Conditions

a) The QIRICR surcharge shall be capped at 5% of the QIRICR base rate revenues billed to customers. The
QUR|CR surcharge shall not be applied to any add-on taxes, to any revenues attributable to the Purchased Gas
Adjustment clause developed pursuant to 83 Ill. Adm. Code Part 525, or to any other revenues not recorded in a
QRan ICR base rate revenues account as described in Section B of this Partyider.

b) On the effective date of new base rates that provide for the recovery of the costs that had previously been
recovered under the QIR surchargethis rider, the QIRICR surcharge percentage ferthe-applicablerate-zene-shall
be reset to zero.

¢} The utilityCompany shalt provide notice of the QIRICR surcharge rider and subsequent filings and billing as
follows:
1) The utilityCompany shall maintain and keep open for public inspection a copy of each filing of a-QiRan ICR
surcharge fiderand subsequent information sheets and shall post public notice in each office of the
utiityCompany in accordance with 83 1l Adm. Code Sec. 255.20(a).

2) For the initial filing of a-GiRan ICR surcharge fder, the utilityCompany shall provide notice by newspaper
publication in accordance with 83 . Adm Code Sec, 255.20(f)(1) and by mailing a notice of the filing to
each of its customers

3} In connection with the initial billing of each change in a@M surcharge percentage as specified in an
information sheet (other than a change to a zero percentage), including information sheets resulting from
the annual reconciliation and Commission-ordered adjustments, the utilifyCompany shall provide an
explanation of the RICR surcharge to be stated on, or included with, the initial billing of the new QIRPICR
surcharge percentage.

Date Issued: Date Effective:
Aslerisks do not indicate changes

since the entire sheet has changed
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4) Except as noted above, no other notice of the filing or billing of the QIRICR surcharge-fider or an
information sheet shall be required except as may be provided by law or by Order of the Commission.

d) The QIPICR surcharge shall be presented as a separate line itern on customer bills.
e) The revenues resulting from each QUP surchargethis rider shall be recorded in a separaie revenue subaccount.
Section D - Qualifying Infrastructure Plant
a) To be classified as QIP, the plant additions must meet the following criteria:
1) Plant additions must be replacements of existing plant items from the accounts listed in subsection (b),
2) Such replacements must be non-revenue producing;
3) Such replacements are installed to replace cast iron and ductile steel main and ancillary infrastructure;

4) Such replacements are installed after the conclusion of the test year in the ulityCompany's latestlast
rate case: and

5) Such replacements were not included in the calculation of the rate base in the wtilityCompany's last
rate case.

b} The plant additions shall include items from the following accounts, pursuant to 83 Il Adm. Code Part 505:
1) Account 376, Distribution Mains;
2) Account 380, Services;
3) Account 381 and Account 382, Meters and Meter Installations; and
4} Account 383, House Regulators.

c) QIP shall include anly plant additions installed on or after January 1 of the year in which the utitityCompany files
its initial QIR|CR surcharge fider in-asserdance with Section &-ofthis Rart .

Date Issued: Date Effective;
Asterisks do not indicate changes

since the entire sheet has changed
Issued by James F, Schott, Vice President
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Section E - Recoverable Qualifying Infrastructure Plant Costs
a) QIP costs shall include the pre-tax return on QIP and the net depreciation expense applicable to QIP.

1) The pre-tax return is calculated using the weighted cost of debt and weighted cost of equity determined
in the unmms last rate case. The weighted cost of equity is multiplied by the gross revenue
conversion factor4GREF). The product is then added to the weighted cost of debt to obtain the pre-tax
return. The pre-tax return is calculated using the foliowing formulas:

GRCF = 1
(1-SM) (1-FIM

PTR = ((WCCE + WCPE) x GRCF) + WCLTD + WCSTD

Where:
GRCF = Gross Revenue Conversion Factor.

SIT = Minois State income tax rate in effect at the time of the initial, annual or quarterly filing.
FIT = Federal income tax rate in effect at the time of the initial, annual or quarterly filing.
PTR = Pre-tax return.
WCCE = Weighted cost of common equity from the wtiityCompany's last rate case.
WCPE = Weighted cost of preferred equity from the wiilityCompany's last rate case.
WCLTD = Weighled cost of long term debt from the utilityCompany's last rate case.
WCSTD = Weighted cost of short term debt from the utitityCompany's last rate case.
2) Net depreciation expense shall be calculated by applying the wiityCompany's approved depreciation

rate to each category of QIP. The depreciation expense for QIP shall be reduced by the depreciation
expense on the plant being replaced.

Section F - Determination of the Qualitying Infrastructure PlantCost Recovery Surcharge Percentage
a) The QIRICR surcharge percentage shall be expressed as a percentage carried to two decimal places.

The QHRICR surcharge percentage shall be applied to the total amount billed to each customer located-in-the
same rate-zone based on the utilityCompany's otherwise applicable rates and charges. The QIPICR surcharge
percentage shall not be applied to the exclusions listed in Section C (a) of this Rar-rider.

Date Issued: Date Effective:
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b) In calculating the QIRICR surcharge percentage, the utility shal-useCompany may choose either annyal
prospective operation or quanerly hls{orlcal operatlon based on QIP investment data for a prror three- month

Date Ilssued: Date Effective:

issued by James F. Schott, Vice President
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21 Quarterly Historical Operation

Utitiies{f the Company chooses quarterly historical operation it shall determine the QIRICR
surcharge percentage for the quarier using the following formula:

5% = (NelQIP x PTR x .25} + NetQDep + (R x .33) + {{O + INT) x Om) x 100%
PQR

Where:
S$% = HPICR surcharge percentage.

NetQIP = Qriginal cost of QIP less acgumulated depreciation. NetQIP shall be the level of investment
in QIP existing at the end of the calendar rmonth forpreceding the month in which an information sheet
is filed.

PTR = Pre-tax return as described in Section E (a) (1) of this Rar-rider,

NetQDep = Net quarterly depreciation expense applicable to NetQIP less the quarterly depreciation
applicable to the plant being retired.

R = YhkbyCompany-determined reconciliation component calculated for the reconciliation year under
the reconciliation feature as described in Section H (dg) of this Rartrider. The reconciliation
component shall be collected over nine months from April through December. No reconciliation
component amount shall be included for the January through March quarter.

O = Commission-ordered adjustment component.

INT = The calculated interest attributable to the O component. This interest shall be calculated as
described in Section H (ih) of this Rart-ridec.

Om = The Cemissien-ordered O component multiplier. Om is a timing factor applied to the O
component and the {NT to allow for the collection of the O component and the INT over the remainder
of the operation year. For example, if the O component and the INT were included in the QIRICR
surcharge percentage on January 1, the Om would be 0.25. Similarly, if the O component and the INT
were included in the QIPJCR surcharge percentage on April 1, the Om would be .33.

NSPGL 0004445
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PQR = ProjestProjected quarterly gas QIR|CR base rate revenues during the calendar quarter when
the QIPICR surcharge percentage shall be in effect. The projected quarterly revenue shall not include
the exclusions listed in Section C (a) of this Part-rider.

Section G Rider-and Information Sheet Filings ) )

a) A ulility shall file a2 proposed QIR surcharge rider consistent with this-Rider pursuantio Section 8-201 of the
Act- After3-QIP-surcharge rigeris-in effect the QIRThe ICR surcharge percentage shall be filed on an information
sheet with supporting data no later than the 20m day of the month preceding the effective date of the QIRICR
surcharge percentage. An information sheet with supporting data filed after that date, but prior to the effective
date, shall be accepted only if it corrects an error or errors from a timely filed information sheet for the same
effective date. Any other information sheet with supporting data shall be accepted only if submitted as a special
permission request to become effective on less than 45 days notice under the provisions of Section 9-201(a) of
the Act.

i new surcharge percentage may become effective on Apri
1, July 1, October 1, and January 1 (with a new R component becoming effective, if required, on April 1). A
wtiityThe Company may elect not to file an information sheet showing an increased QIRICR surcharge
percentage for any quarier provided that the QIP costs that would have been reflected for that guarter in excess
of the level reflected in deveioping the GHRICR surcharge percentage in effect for the quarter are disregarded in
caleulating the R component and O component for the affected reconciliation year.

Date Issued: Date Effective:
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A-utilitye} Iif the Company elects quarterly historical operation it shall submit with each information sheet:
1} A calculation of the QHRICR surcharge percentage, PTR, and GRCF;
2) A detailed schedule providing the following information for each completed QIRICR eligible project

whose cost has been transferred to utility plant with the closing of the GHR[CR eligible project's work
order:

A) Plant account number and title;

B) Category of project;

C) Project name;

D) Description of project;

E) Work order number,;

F} Dollar amount in the month of closing; and
G) Month and year of clesing; and

3} A detailed schedule showing the calculation of depreciation expense,

Section H Annual Reconciliation

a) On or before March 15 of each year, & uitity thatin which the Company had a &4Pan ICR surcharge in effect -
for all or part of the immediately preceding calendar year,the Company shall submit to the Commission an annual
reconciliation regarding the results for the previous reconciliation year. The annual reconciliation shall be verified

by an officer of the atilityCompany. As required by this Section, the annual reconciliation shall include a
calculation of the R component necessary to adjust revenue collected under the QIR surchargethis rider in effect

during the reconciHiation year to an amount equivalent to the actual level of prudently-incurred QIP cost for the
reconcitiation year.

Date Issued: Date Effective:
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in-the evert-that the earnings report fled under this Section-shows-that the utiliby's actualrate of return -has
exceeded the level authorizedin the ulilib's last general rate procesding. as applicablethenthe R-component
shall-include the-credit required by subsestions {5)-and {d). Any adjustment made through the R component shall
be in effect for nine months commencing on the April 1 immediately following submittal of the annual
reconciliation.

b} With the annual reconciliation, the wtHityCompany shall file a petition seeking initiation of thean annual
reconciliation hearngs required-by Section 82202 of the Acthearing. After the hearing, the Commission shall
determine the amount of the adjustment, if any, that should be made (through the O component) to the level of
revenue collected by operation of the @HRJCR surcharge rider during the reconciliation year, so that the amount of
such revenue is equal to the actual level of prudently incurred QIP cost for the reconciliation year (to the extent
that such adjustment has not already been reflected through an adjustment made by the utiityCompany to the R
component of the QIRICR surcharge percentage).

sHn-the-annual reconciliation; the-utility shall include data showing-operatingincome -shd-rate-base-forthe
reconciiation year, sush data being developed-in accordance with-subsection

actualrate ofreturn on fate mmmwwmmmummm
uiility's last rate-proceading, revenues collected under the QIR-surchargs ridershall-be refleciad-as-a-credit
through the R-semponentof the QIP-surcharge to the-sxenithat sush-revenues contributed to-the sealizationof a
rate-ofreturn-above the Jast approved level-A-greditvalue for the R component-will resultin-a-reduction-of the
QUR-surcharge percentage-To the extent i any, that a required-adjustment-forareconciliationyeatr has-not-been
already-made-by the utility {through the R-compenent), the- Commission shallrequire {through-the O-component)
that-sduch-an-adiustment be made afterthe annualreconsiliation-hearing:

d)Fhe utility
¢) The Company shall calculate the R component using the following formula:

¥

R = (ActNetQIP x PTR) + ActNetDep - QiRRev|CRRev + Rpy + Opy —EEA

Where:
R = YHlityCompany-determined reconciliation component.

ActNetQIP = The average actual cost of the investment in QIP for the reconciliation year less actual
accumulated depreciation of QIP for the reconciliation year. The average actual cost of QIP, net of
depreciation, shall be computed by using an average of 13 end-of-month balances of QIP and
accumulated depreciation for the period from December 31 of the year preceding the reconciliation
year through December 31 of the reconciliation year. The amount of the ActNetQIP shall be limited by
the provisions of Section G {bg) of this Rar rider

PTR = Pre-tax return as described in Section E {a) (1) of this Past fider

Date Issued: Date Effective:
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ActNetDep = Actual net depreciation expense related to the average investment in QIP for the rate zone forthe
reconciliation year. Depreciation expense shall be calcutated by multiplying the actual investment in QIP by plant
account, net of retirements, by the approved depreciation rates for the respective accounts in which the specific
itemis included in the average QIP investment are recorded. The amount of the ActNetDep shall be limited by the
provisions of Section G (bg) of this Pasrider. ' -

QPRevICRRey = Actual QIPICR revenues collected during the reconciliation year through the QIRICR surcharge.
Rpy = The R component from the previous reconciliation year.

Opy = The sum of the O component and the calculated interest attributable to the O component, or the sum of
any O components and the calculated interest attribuiable to the O components included in the calculation of the
QIRICR surcharge percentage during the reconciliation year.

&%Wmmmmmm@mwm
There will-only be-an EEA when the utilily's actual rate of returnfor the reconciliation-yearexceeds the overalt rate
of return-autherzed by-the Commission in-the utility s last rale proceeding

ed) Any adjustment made by Order of the Commission under subsection (b) or {c) shall be included in the O
component and be in effect for either 12 months or nine months, beginning on the next January 1 (if 12 months)
or Aprit 1 {if nine months) following the Order of the Commission, or such other period as the Commission may
direct in the Order requiring that an adjustment be made.

fe) Each annual reconciliation shall include the following schedules:

1) A schedule showing the QIP costs for the reconciliation year,

2) A schedule showing the revenues arising through the application of the QIRJCR surcharge during the
reconciliation year;_and

3) A schedule showing the reconciliation component determined by the wtilityCompany showing the

amount to be recovered or refunded over a nine-month period commencing on April :-anrd]. :
4} Schedules showing the uhlity's salculation of actual-operating income -and-13-menth-average rate-base
forthe reconeciliation year by rate zone . This caleulation of actual-operating income-and 13-month-average

mmmmmmwmmmwmmm
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in-ealowlating the armount of federal and State income tax expense reflected in-operating-income; the
utility shali reflest as deductible-interest-expense for fax purposes the produstthat resulte whenthe
weighted-embedded cost-oi-debt reflesied in the overallrate ofreturn caleulation-used-in-the-utility's Jast
rate proceeding s multiphed by the rate base-for the applicable-rate zone-as-shown-in-theannual
reconciliation. In the event thatthe actual rate of return for any rate zone exceeds the-rate of teturn
allowsd-in the utility's last gas rate preceeding,; ammmmm
by operation of the QIR surcharge contributed to the difference between the-actual-andast-authorized
rate-of return-also shall be provided- MW#MWW%W
contributed to the actual rate of return exceeding the overall rate-of-

in-the-ulility's last gae rate proceeding shall be included as-a credit inthe calculation-of the-R-component.

gf) The first reconciliation year shall begin on the effective date of the first QIRICR surcharge information sheet
and end on December 31 of the calendar year in which the first information sheet became effective. Each
subsequent reconciliation year shall end on December 31.

hg) When the utilityCompany files its annual reconciliation, the wtitityCompany shall provide copies of the following
items to the Commission's Manager of the Accounting Department:

1) Copies of all workpapers pertaining to the reconciliation;

2) A detailed summary of all invoices supporting the costs for eligible QRICR surcharge projects;

3) Copies of the applicable general ledger or comparable material supporting the recovery of the QIRICR
surcharge;

4) A detailed worksheet showing the calculation of any utilityCompany-determined reconciliation
component (R component) amount based upon the annual reconciliation; and

5) Information regarding the prudence of the utilityCompany's investment in QIP.

i) Amounts either collected or refunded through the O component shall accrue interest at the rate established by
the Commission under 83 IIl. Adm. Code Sec. 280.70{e)(1). Interest on the O component shall be applied from
the end of the reconciliation year until the O component is refunded or charged to ratepayers through the QIRICR
surcharge.

f) If the annual reconciliation filed by a utiltythe Company shows that the revenues collected by application of the
QIRICR surcharge rider exceed actual QIP costs for three or more consecutive reconciliation years, the
Commission may initiate hearings under Section 9-250 of the Act {220 ILCS 5/9-250] to determine whether the

utility's QUR-surchargethis rider should be canceled.
Section | — Audit

The wtiityCompany shall file annually with the Manager of the Accounting Department of the ¥K5GCommission’s
Financial Analysis Division, no later than July 1, an internal audit report that determines whether or not the

QIRICR surcharge and information provided in Sectlon H have been calculated in accordance with this Raet-rider
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